













































































induced to engage in unproductive search because of a mistaken belief that a
better loan package is available.

The timing and form of disclosure is also important. Disclosure should
be made early enough in the loan application process so that consumers can
consider other loans. If the information is disclosed the day before the loan
is to be signed, for example, it is likely to be too late for consumers to
search for an alternative source of credit. Also, disclosure via a written
form is likely to ensure that consumers actually are put on notice of the
possible incentives facing the real estate agent reccommending particular

lenders.

VI. Concluding Remarks

Allowing the payment of referral fees may benefit consumers
significantly. Benefits may include lower search costs, increased information,
the increased use of innovative technologies, and lower prices for loan
packages. Some of these benefits may be f{oregone if HUD adopts only the
mortgage broker exemption. Real estate agents and other intermediaries may
be less inclined to offer potentially valuable services if referral fees arc
proscribed.

HUD may wish to determine whether the characteristics of mortgage
markets are such that referral feces pose a significant risk of harm. As
discussed above, we do not believe that these markets are likely to produce
adverse effects for consumers if referral fees are allowed. If HUD decides
that referral {ees generate both benefits and significant costs, however, it
may wish to consider whether alternatives to a referral fee ban, such as

mandatory disclosure of a referral arrangecment between lenders and
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interested intermediaries, would eliminate these costs while preserving the

benefits.



